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BUSINESS OUTLOOK
DISCUSSION PAPER
Protecting Trade-Impacted Workers
Louis S. Jacobson
Introduction
As the accompanying article makes clear, increas 
ed trade and other structural changes in the U.S. 
economy have caused the decline of once thriving in 
dustries and the permanent loss of employment. 
These stresses have led workers and firms to ad 
vocate policies which protect their positions. Given 
the experience of industries such as steel and autos, 
it is easy to understand the desire for protection.
Economists, however, recognize that regardless of 
how justified the ends, the means often are extreme 
ly expensive. In some circumstances, less expensive 
alternatives are available. An unusually good exam 
ple of what economists would call a "suboptimal" 
(less than ideal) policy is the use of trade quotas 
(often called orderly market agreements) to prop up 
a declining industry.
Quotas are wasteful for two reasons. First, they 
allow foreign producers to gain from the price in 
crease caused by the quota. In contrast, a tariff 
would transfer this gain from the foreign producers 
to the U.S. Treasury. Second, quotas reduce the 
amount of goods and services that are available to 
our nation as a whole. Generally, this loss is far 
greater than the gain to the firms and workers who 
are protected.
Because the gains from trade are, on balance, 
substantially greater than the losses, it should be 
possible for the gainers to compensate the losers, so 
that the losers would willingly forego quotas, and 
overall net wealth would still increase. The major 
losers from trade are workers displaced from jobs in 
industries subject to import competition. (The 
gainers are the general public who can buy the same 
goods at a lower price, plus workers in industries 
which sell to the world market.)
Thus, compensating losers primarily involves pro 
viding benefits sufficient for workers to voluntarily
leave their jobs. Your initial reaction might be that 
it would be extraordinarily expensive to "buy out" a 
job, but early retirement plans successfully en 
courage large numbers of workers to leave jobs at 
moderate prices. In many cases the workers are not 
particularly old soldiers can retire after 20 years of 
service, and auto workers after 30. Of course, many 
of the retirees find new jobs to supplement their 
pensions. (In the case of auto workers, the number 
who continue working would be greater if early 
retirement pensions were not reduced as earned in 
come increased.)
The 1962 Trade Expansion Act was one of the 
first attempts to adopt the approach of compen 
sating workers adversely affected by increased 
trade. It included provisions for explicit trade ad 
justment assistance (TAA) to ease the labor market 
adjustment of workers hurt by the reductions in 
tariffs.
The history of TAA, however, illustrates how dif 
ficult it is to put in practice what seems to be an ex 
cellent idea. It also shows the risk of adopting an 
alternative which might be "penny wise but pound 
foolish."
Before going into detail about TAA, it is worth 
while to consider how much of your income you 
would be willing to forego in order to prevent an 
autoworker from losing his or her job. Would $500 
per year be too much? Do you think it would be fair 
to pay an autoworker as much as $100,000? Now, 
put yourself in the position of an autoworker. Would 
you accept $20,000 to give up your job?
These questions are central to selecting an ap 
propriate policy. A variety of restrictive policies 
have been proposed, or adopted, which raise the 
price of cars about 6 percent, roughly $600 for a new 
car. Estimates of the annual cost of these policies 
range from about $30,000 to $160,000 per job saved 
in the auto industry.
On the other hand, the total lifetime income loss 
to a displaced autoworker is about $36,000 a year 
and a half's salary. Loss of income is not the only 
cost that requires compensation. Costs such as loss 
of fringe benefits and the psychic cost of finding a 
suitable new job could be substantial. But even at 
$80,000 per worker, compensating job losers is still 
much cheaper in the long-run than other forms of 
protection.
Clearly the stakes are high, regardless of which, if 
any, option is implemented. Because Michigan is 
the center for auto production, we are likely to be 
strongly affected by whatever policy path is chosen.
Trade Adjustment Assistance
TAA is a program designed to provide cash 
benefits (and job search assistance) to trade- 
impacted workers. Benefits are distributed by the 
unemployment insurance (UI) system as a supple 
ment to regular UI. Prior to 1982, weekly payments 
were about 30 percent more than UI alone, and the 
duration of payments was twice as long.
Under the originating legislation, the 1962 Trade 
Expansion Act, very few payments were made. 
Economic growth during the 1960s was so strong 
that few workers were hurt by trade. Most 
payments were made from 1975 to 1981 under the 
Trade Reform Act. In all, a little over $4 billion was 
paid to over 2 million workers. In 1981, the Trade 
Reform Act was amended to restrict payments to 
only the long-term unemployed. This measure, 
which was part of general budgetary belt tighten 
ing, reduced payments from $2 billion in 1981 to 
about $50 million in 1984.
To effectively compensate workers hurt by trade, 
and thereby reduce demands for costly trade restric 
tions, TAA must:
1. Reach trade-impacted workers.
2. Pay benefits roughly equal to losses.
In addition, to be fair to the rest of us, TAA should:
3. Pay benefits only to trade-impacted workers.
4. Encourage beneficiaries to earn as much as 
they can.
5. Pay for the program by taxing those who 
benefit from trade.
As we shall see, this is a tall order.
Targeting Trade-Impacted Workers
TAA payments should go to trade-impacted 
workers, and only to trade-impacted workers. To 
achieve this goal the Department of Labor requires 
proof that a firm's clients have switched to imports, 
and imports must have increased within a narrowly 
defined product line. For example, workers produc 
ing compact cars qualify, even though makers of 
large cars do not.
On balance, workers in firms which are hurt by 
trade are certified, and workers in firms where 
employment declines are primarily due to other 
causes are not certified. For example, large car pro 
ducers were excluded because they were primarily 
affected by changes in taste, and vacuum-tube 
manufacturers were excluded because they were 
adversely affected by changes in technology.
But which workers in certified firms should 
receive benefits? Prior to 1982, certified workers 
received TAA if they qualified for regular UI. The 
problem here is that import-sensitive industries 
tend to be cyclically-sensitive as well. At least in the 
1975-1981 period, TAA recipients were virtually in 
distinguishable from workers in the same industry 
who qualified for UI alone. This is evidence that 
TAA recipients were primarily affected by cyclical 
downturns. Trade was a secondary problem.
It is difficult to justify providing special benefits 
for cyclically unemployed workers who happened to 
be employed in trade-impacted industries, especially 
when an existing system UI provides income 
support during cyclical declines. On the other hand, 
trade is likely to cause structural change, leading to 
permanent job loss. UI does not effectively deal 
with this problem. Thus, it would be most ap 
propriate if TAA was targeted on permanent job 
losers displaced workers.
In fact, it was this "mis-targeting" that provided 
the grounds for the 1981 cuts. Had the program 
been limited to displaced workers, costs would have 
been reduced by more than half. This might even 
have forestalled some of the reductions.
Targeting only displaced workers is difficult 
because it is often unclear at the outset if a given 
layoff will be permanent. In practice, the 1981 
Amendments effectively targeted displaced workers 
by restricting payments to workers who exhausted 
regular UI. (Displaced workers are much more likely
to exhaust UI than workers who are recalled.) But 
reductions in benefit payments led to even smaller 
offsets of the displaced workers' income loss.
Ways to target displaced workers, without reduc 
ing payments, include asking employers to provide 
evidence that an employment decline will be long- 
lasting, and beginning payments only after 12 
weeks of unemployment. (Few temporary layoffs 
last this long.)
But insuring that payments only go to displaced 
workers requires provisions to recapture benefits 
paid to workers who are ultimately recalled. One 
way to do this would be to increase the firm's UI 
payroll tax until an amount equal to the benefits 
received by recalled workers was paid.
The Ability of TAA to Off set Losses
The extent to which UI plus TAA benefits offset 
earnings losses is critical in reducing demands for 
more costly forms of import protection. At the same 
time, TAA should not be overly generous, and 
thereby unnecessarily reduce the gains from trade.
UI plus TAA substantially reduced earnings 
losses for most workers qualifying for benefits be 
tween 1975 and 1981. On average, losses were held 
to less than 10 percent of annual income. In addi 
tion, benefits were well-targeted on workers with 
large losses. One study showed that about 50 per 
cent of TAA payments went to workers whose earn 
ings were reduced by 30 percent or more. These 
payments reduced the fraction of workers with 
losses greater than 30 percent from 18 percent of all 
TAA beneficiaries to under 3 percent. (Table 1 pro 
vides additional details.)
But these reductions were possible only because 
almost 95 percent of the TAA beneficiaries studied 
were recalled, minimizing long-term losses, and the 
temporary losses were primarily a result of 
unemployment, not reductions in hours or wages.
Had these workers received only UI, the offsets 
would not have been very different, except for 
workers with very large losses. Thus, it is unlikely 
that the 1981 Amendments, which limited 
payments to the long-term unemployed, caused ma jor hardships for most workers in trade-impacted 
firms. The gap between earnings losses and offsets 
for displaced workers, however, which already was 
large, grew substantially.
Offsetting Losses for Displaced Workers
Displaced workers were a very small segment of 
TAA beneficiaries in the 1970s. Twenty percent of 
all TAA recipients did not return to their original 
employer, and many of these workers would have 
left their jobs anyway. The early 1980s, however, 
saw large employment declines in both autos and 
steel. The declines in steel were permanent and
Table 1
Distribution of Earnings Losses, Benefits, and Earnings-Plus Offsets 
for TAA Recipients in the Steel Industry, 1974-75
Average loss over 
8 quarters following
layoffs as percent 
of predicted earnings
Distribution of recipients
across loss categories
including earnings only
(% of all recipients)
Benefits by size of 
earnings loss
Average amount Distribution 
per recipient ($) (% of all benefits)
Distribution of recipients
across loss categories
including earnings plus
offset due to:
TAA+UI UI 
benefits benefits 
(% of all recipients)
> 50
41-50
31-40
21-30
11-20
1-10
-9-0
-19 --10
> -20
7.0
4.7
6.9
11.9
21.9
21.9
15.2
5.5
5.0
4558
3714
2314
1505
978
637
669
600
549
23.2
13.0
11.8
13.2
15.9
10.3
7.5
2.4
2.4
.0
.8
2.0
7.5
18.6
28.5
20.4
12.3
9.9
1.2
1.2
4.2
12.1
18.2
26.5
19.5
10.3
4.0
SOURCE: Cropper, Maureen and Louis Jacobson; TheEarnings and Compensation of Workers Receiving Trade Adjustment Assistance (Alexandria, VA: Public Research Institute (CRC 459), Center for Naval Analyses, 1983).
trade-related. These workers were not well-protected 
by UI or the revised TAA program.
How large was the shortfall between transfer 
payments, such as UI, compared to the earnings 
reductions of displaced workers? Table 2 presents 
evidence that helps answer this question. Estimates 
of the "transitory" and "permanent" component of 
losses for displaced workers in 14 different in 
dustries are presented from two similar studies.
Extrapolating losses beyond the period studied, 
and factoring in inflation and productivity in 
creases, produces a ballpark estimate for the perma 
nent loss by steel and autoworkers of about $24,000, 
roughly a year's salary. (The temporary loss is 
roughly half this amount.)
The substantial permanent loss creates a central 
problem for TAA. It is doubtful that, in the absence 
of payments of at least $24,000, steel and 
autoworkers would face the loss of their jobs with 
equanimity.
Clearly, payments such as UI and TAA, which are 
tied to the duration of unemployment, can do little
to offset the permanent loss. Collective bargaining 
arrangements, such as early retirement plans, pro 
vide some compensation.
But even if arrangements for fully compensating 
job losers could be put in place by collective bargain 
ing (or federal regulations requiring severence pay), 
this would simply redistribute the cost among 
workers in a trade-impacted industry and the in 
dustry's consumers. To improve the prospects that 
the benefits of free trade will be maintained, the win 
ners from free trade must actually pay compensa 
tion to the losers.
As long as trade-impacted industries can benefit 
from restricting import competition, they will press 
for such action. Side-payments which minimize the 
relative gains from restrictions is one way to defuse 
such demands.
The problem is how to insure that such payments 
are proportional to the loss, and minimize disincen 
tives to return to work. Lump-sum payments, 
similar to severence pay, which are tied to the 
worker's tenure and prior earnings, are a logical 
choice.
Table 2 
Earnings Losses of Displaced Prime-Age Male Workers
Average Annual Percentage Loss
"Eleven Industry Study"8 "Plant Closing Study"b
Average predisplacemei 
earnings of sample 
Industry (1980 dollars)
Automobiles
Steel
Meat Packing
Aerospace
Petrochemicals
Flat Glass
Men's Clothing
Women's Clothing
Electronic
Components
Shoes
Rubber Footwear
Toys
TV Receivers
Cotton Weaving
15,918
15,175
14,133
18,947
18,498
16,291
17,327
12,406
17,433
12,285
15,322
12,406
15,605
10,779
nt
first 2 
years
43.4*
43.6*
23.9*
23.6*
12.4*
~
--
13.3
8.3
11.3
-
16.1
0.7
7.4
subsequent 
4 years
15.8*
12.6*
18.1*
14.8*
12.5*
~
~
2.1
4.1
1.5
~
-2.7
-7.2
-11.4
first 2 
years
24.1
-
-
-
15.9
16.3
21.3
-
10.1
11.3
32.2
--
~
7.6
subsequent 
3 years
14.6
~
~
~
16.4
12.2
8.7
-
.2
-1.9
-.9
-
-
5.2
*Denotes loss estimate statistically significant at the 5 percent level (in "Eleven Industry Study" only). Negative sign indicates gains, 
a. Jacobson, Louis. "Earnings Losses of Workers Displaced from Manufacturing Industries," in W. Dewald (ed.), The Impact of Interna 
tional Trade and Investment on Employment (Washington, DC: U.S. Department of Labor, 1976).
b. Trost, Robert P., Arlene Holen, and Christopher Jehn. Earnings Losses of Workers Displaced by Plant Closings. (Alexandria, VA: 
Public Research Institute (CRC-423), Center for Naval Analyses, 1981).
Losses generally increase with tenure, and high- 
loss industries employ mostly high-tenure workers. 
Thus, the overwhelming majority of high-tenure 
displaced workers have large, permanent losses. Of 
course, the correlation is not perfect. Workers in 
many of the industries listed in Table 2 showed no 
permanent losses regardless of tenure. Tenure-based 
payments, therefore, will overcompensate some 
workers.
Funding for TAA
Providing adequate compensation and limiting 
payments to trade-impacted workers are necessary 
components of a workable plan, but so is finding ap 
propriate financing. Under current conditions, this 
too is likely to be difficult.
Policy debates usually hinge on the merits of the 
program; funding sources are generally ignored. But 
even if TAA is limited to displaced workers (and 
those with long-term layoffs), these workers general 
ly held highly paid jobs for most of their worklife. 
Their losses, although substantial relative to prior 
earnings, only reduce their incomes closer to that of 
average workers in manufacturing. Such workers 
are not the usual targets of social programs. Using 
general revenue to help such workers violates widely 
held notions of equity which favor "taking from the 
rich to give to the poor," not the other way around.
Therefore, even if you believe, as I do, that recent 
economic policies have benefited the nation as a 
whole at the expense of trade-sensitive sectors, it is 
still difficult to single out trade-impacted workers 
as especially needy recipients of general revenue 
funds.
On the other hand, use of tariff revenue would be 
an attractive alternative. It would not raise the 
deficit, and it would fairly place the tax burden on 
those who gain from trade. Furthermore, the gainers 
from trade are likely to be at least as well-off as the 
average manufacturing worker, and clearly have not 
suffered large earnings reductions or undergone a 
painful adjustment period.
A particularly interesting option would be to 
finance TAA by placing a tariff surtax, sufficient to 
cover the TAA payments, on the imported com 
modity which "caused" the job loss. This would 
most directly redistribute the gains from trade from 
winners to losers. In addition, foreign competitors 
would pay a substantial portion of the adjustment 
cost.
The reduction in imports stemming from the tariff 
would also lengthen the transition period. This 
could dramatically reduce the cost of structural 
change by avoiding costly layoffs. Instead, natural 
attrition (quits and retirements) could absorb much 
of the employment decline.
One problem is that tariff increases must be 
negotiated with our trading partners. But a tariff 
linked directly to employment reductions could be 
accepted, in large part because such a tariff would 
be self-limiting. If the tariff was too low, the number 
of displacements would rise and the tariff would in 
crease. More important, if the tariff was too high, 
displacements would be reduced and the surtax 
would fall. As domestic producers adjust to the 
foreign competition, the tariff would ultimately 
disappear.
Conclusion
My initial premise was that trade adjustment 
assistance has the potential to efficiently 
redistribute the gains from free trade so that 
workers who are adversely affected would have 
minimal losses. Such a policy would be far superior 
to trade restrictions, which tend to be much more 
expensive.
TAA is efficient because it can be targeted on 
workers who are clearly adversely affected. Most 
other policy instruments are targeted on job slots, 
not the workers who hold those jobs at one point in 
time. Thus, these instruments tend to be costly in 
the short-run because the target is diffuse, and 
especially costly in the long-run because they 
become difficult to remove. An obvious example of a 
costly, long-lasting instrument is the "temporary" 
textile orderly marketing agreements which have 
been in place for more than 25 years.
It would seem, then, that TAA should be the clear 
choice for policymakers who want to:
1. Redress what they perceive as an inequitable 
distribution of the gains from trade,
2. Increase political support for measures to 
reduce restrictions, and
3. Maintain free trade.
In fact, TAA has received substantial support in 
Congress, and was important in gaining approval for 
the "Kennedy" and "Tokyo" rounds of tariff cuts.
But the program has not fulfilled its potential to 
equitably redistribute the gains from trade, and 
thereby reduce demands for costly trade restric 
tions. The primary problem is that the losses of a 
displaced worker are large. Income losses alone 
often total as much as $36,000. Unemployment in 
surance plus TAA, at best, offsets only transitory 
income loss which equals less than a third of the 
total loss.
TAA is in congressional limbo, but several 
innovative bills are pending in Congress. One bill, 
S. 1730, includes provisions to negotiate with our 
trading partners the use of a tariff surtax to pay for 
TAA. In addition, training would be mandatory, 
and vouchers worth $4,000 would be provided for 
this purpose. Mandatory training would help target 
the program on displaced workers, especially those
having the most difficulty finding new jobs. The 
$4,000 vouchers would substantially increase the 
net value of the benefits. The program would still 
fall far short of offsetting the losses of displaced 
workers, but given the current budget deficit, these 
changes are generous indeed.
Trade restrictions do not directly increase the 
budget deficit and would be more effective than 
TAA in protecting workers in trade-impacted in 
dustries. The cost of such protection, however, is 
very high. Thus, a Congressman faced with the 
alternative of voting for adjustment assistance or 
trade restrictions faces a dilemma. This is par 
ticularly true in our state, where the benefits of 
restricting auto imports would most likely make 
almost all of us in Michigan much better off at the 
expense of people in other states.
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The Future of Manufacturing
Alexander B. Trowbridge* 
President, National Association of Manufacturers.
Throughout history nations have traded for goods 
they did not have or could not produce efficiently. 
World trade and economic interdependence are 
therefore quite old. In recent years, however, the 
volume of world trade has increased faster than 
world production. This is new! In 1963, world im 
ports and exports were $154 billion. In 1981, they 
totaled $1.9 trillion. This is a twelvefold increase 
compared to only a two and one-quarter times in 
crease in world production.
In 1960, U.S. imports and exports were 10.3 per 
cent of GNP. In 1980 they were 25 percent. Today, 
one U.S. job in five is trade-related, and roughly 70 
percent of everything we make in this country must 
compete with foreign production.
There are a variety of forces at work which pro 
mote increased global competition. (1) The cost of 
leading-edge research and development is high. This 
cost frequently exceeds the resources of single 
firms, particularly firms which limit sales to their 
domestic markets. (2) Monopoly of technology is no 
longer possible. Many companies in Japan, the U.S. 
and Western Europe possess comparable 
technological competence. (3) The diffusion of 
technology from one country to another has ac 
celerated. Where once it took three to five years 
before a new product was marketed worldwide it 
now frequently takes only one year.
Where does the U.S. economy, and in particular 
U.S. manufacturing, fit in the global economy? John 
Naisbitt (Megatrends) and Peter Drucker (The Last 
of All Possible Worlds) have written widely on the 
changing U.S. economy, the growth of the service
*Taken from a speech delivered at the Kalamazoo Chamber of 
Commerce meeting December 12, 1983.
industries and knowledge workers. And from a dif 
ferent perspective, Barry Bluestone and Bennet 
Harrison (The Deindustrialization of America) and 
Robert Reich (The Next American Frontier) have 
written about the decline of American industry.
I believe U.S. manufacturing is alive and has the 
potential to prosper. The prospects for prosperity 
are uneven from one industry to another, however, 
and success is not guaranteed for any, unless the ap 
propriate public policies are adopted.
Growth in service industries cannot be denied. 
More than one-half of U.S. workers were employed 
in service industries by 1940. And by 1981, more 
than half of all workers were employed in services, 
even excluding government workers. Today, 73 per 
cent of all working Americans earn their living in a 
service industry. In fact, many manufacturing com 
panies receive much of their income from services. 
At Honeywell, for example, services account for 
about 30 percent of revenues. And since 1984, GTE 
has earned about half of its income from services.
To some, there seems to be a fear that the 
manufacturing sector is declining deindustrializa- 
tion is the term most used. Fortunately, this is not 
the case, although there are industries that have 
declined.
How Do We Measure the Health 
of U.S. Manufacturing?
Employment is one characteristic frequently used. 
Manufacturing employment increased from 15.2 
million in 1950 to an all-time peak of 21 million in 
1979. Although by March 1985 manufacturing 
employment fell 1.8 million from the 1979 peak, this 
still is a great record by international standards. 
Manufacturing employment in West Germany 
declined 20 percent between 1973 and 1984. There
are trade-offs involved, however. Output per man 
hour rose 45 percent in West Germany and only 25 
percent in the U.S. This reflects our greater em 
phasis on reducing unemployment as compared with 
improving productivity.
In addition, manufacturing employment, as a 
share of total U.S. employment, declined from 35 
percent in 1953 to about 20 percent in 1985. This is 
not evidence of deindustrialization. Recall the trend 
in agriculture. Between 1910 and 1981, the absolute 
number of workers in agriculture declined from 10 
million to 3 million, but production increased 220 
percent. Today, the percentage of the total U.S. 
population engaged in agriculture is the smallest in 
our history but we are producing more food and 
fiber than ever before. It is wrong to conclude that 
because employment in service industries is grow 
ing rapidly, services ultimately will be all that we 
produce. Even if employment in manufacturing con 
tinues to decline, total manufacturing output could 
increase as a result of productivity gains. This is 
nearly the case in Japan, where manufacturing 
employment grew by only 70,000 from 1970 to 1981, 
but output increased 2.4 percent per year during 
that period.
Another measure of industrial health is output. 
Using 1950 as the base year of 100, manufacturing 
output was 270 at the end of 1983. In 1984, output 
was 8 percent above the previous high set in 1979. 
On average, manufacturing output increased 3.1 
percent per annum between 1950 and 1983. This 
33-year span, however, was distinguished by two 
periods. Between 1950 and 1973 gains averaged 4.0 
percent per year, while between 1973 and 1983 the 
annual gain was only 0.9 percent. Clearly, output 
was not as steady or as robust in the last 10-year 
period.
Manufacturing has maintained its share of na 
tional income. Since 1950, manufacturing output as 
a share of total output has averaged a little over 24 
percent (24.6 percent in 1950; 24.2 percent in 1984). 
In other words, the value added to gross domestic 
product by manufacturing as a share of total na 
tional income has been constant.
Services have increased their relative share of 
GNP and this has been done at the expense of con 
struction.
However, there has been a shift in the composition 
of manufacturing output and it's been underway for 
some time. From 1960 to 1980, the share of value 
added by high technology industries increased 40
percent, and employment in these industries by 22 
percent. These industries increased output three 
times as fast as overall manufacturing between 
1973 and 1984, because of the shift from mechanical 
industries to micro-electronics, and from metal- 
based industries to synthetics such as plastics. Dur 
ing the same period, 1960-80, the share of value add 
ed by capital-intensive industries declined by 16 
percent, that of resource-intensive industries by 18 
percent, and labor-intensive industries by 7.6 per 
cent.
In terms of employment, the U.S. economy is 
shifting toward a service-based economy. With 
respect to output, no such shift has occurred, but 
the composition is changing.
Are U.S. Firms Competitive?
How do we compare to other countries? Here the 
picture is not as bright as it should be. We are all 
familiar with headlines about the U.S. trade deficit.
Exports. The U.S. share of world export of 
manufactures fell more than 40 percent between 
1957 and 1977. This decline has been widely taken 
as a measure of the declining competitiveness of 
U.S. management. There is reason to believe, 
however, that U.S. domestic policies, not manage 
ment, should bear at least some of the blame.
By 1977, exports from the geographical territory 
of the U.S. had declined to less than 15 percent of 
world exports of manufactured goods. But exports 
by U.S. multinational firms from all countries ac 
counted for more than 20 percent of the world total. 
Total exports from U.S. owned and managed firms 
in this country and abroad accounted for 25 percent 
of world exports. In short, exports from the U.S. did 
not fare as well as exports from U.S. companies 
located in other countries. Nevertheless, the market 
share of world exports by U.S. firms operating at 
home and abroad actually increased. U.S. manage 
ment must be doing something right!
The share of world exports originating from the 50 
states reflects the U.S. domestic economy its 
monetary and fiscal policies, interest and wage rates 
and productivity behavior. By comparison, the 
share of world exports of U.S. owned and operated 
companies exporting from other countries reflects 
the economic characteristics of those other coun 
tries. A December 1984 survey by the Department 
of Commerce indicated that U.S. companies planned 
to increase manufacturing investments in their 
foreign affiliates by 22 percent in 1985. The increase
was 6 percent in 1984. These circumstances, coupled 
recently with the strong dollar, set in motion the 
events which have led to record deficits in the U.S. 
balance of trade.
Imports. Imports of manufactured goods increas 
ed 53 percent from 1981 to 1984. This change, cou 
pled with a drop of a mere 14 percent in U.S. exports 
during this period, moved the U.S. trade balance in 
manufactured goods from an $11 billion surplus in 
1981 to a deficit of $81 billion in 1984.
The newly developing countries have been quick 
to ship to the U.S. market, but bear in mind that 
many U.S. owned plants overseas have been just as 
quick to increase exports to the U.S. as well as to 
third-world markets.
At the same time, U.S. firms, especially since 
1981, have invested heavily at home to increase effi 
ciency. As a result, manufacturing output per U.S. 
worker rose twice as fast from 1979 to 1984 as it did 
in the earlier five-year period (1973-79).
On balance, some U.S. manufacturing firms have 
done fairly well over the past several years. On the 
other hand, a significant number are facing perilous 
times.
As can be seen in Table 1, major manufacturing in 
dustries show great diversity in the extent to which they 
are subject to import competition and the extent to 
which they have grown. Many industries subject to low 
or moderate import competition have shown slow 
growth, while industries with high levels of competition 
of over 10 percent have shown strong growth.
To an extent, these patterns are due to the masking of 
differences among product lines within each industry. 
For example, import penetration is only 4 percent for 
food products, but the rate for wine and crackers is 
much higher and growing. But mostly, the patterns are 
evidence that a number of factors, including trade, con 
tribute to the fate of individual industries. Import 
penetration, however, is the dominate cause of declines 
or slow growth in the five industries listed at the bottom 
of Table 1.
What of the Future?
In the short term, much depends on the value of the 
dollar and the efforts of the other industrial nations to 
stimulate their economies.
Whatever the value of the dollar, U.S. industry will 
be forced to change and restructure. The Wall Street
Journal studied 850 large corporations in 1984 and 
found that 47 percent (398) had been, were in the pro 
cess, or expected to be, restructured hi the near future. 
Most restructuring involved selling unwanted assets, but 
some involved acquisitions and stock buy-backs.
Table 1
Import Penetration and Changes in Output 
U.S. Manufacturing Industries, 1984
Percent change
in output" Percent share of 
1977-1984 manufacturing 
Product group (Annual average) output
All manufacturing . 3.1 100
Import penetration ratea 0-5% 
Printing & publishing 5.8 
Foods 3.5 
Fabricated metal . 0.4 
Tobacco . 0.1
23
Import penetration ratea 5.1-10%
Rubber & plastics 5.3
Furniture & fixtures 4.6
Paper 3.5
Chemicals 2.8
Clay, stone & glass. .. 1.7
Lumber 1.3
Textiles . 0.5
Petroleum refining -1.9
29
Import penetration ratea 10.1-20% 
Electrical machinery 8.1 
Nonelectrical
machinery . 5.1 
Instruments ... 4.6 
Transportation
equipment 1.8 
Primary metals -2.7
43
Import penetration ratea over 20% 
Apparel ... . . 0.4 
Miscellaneous
manufacturing -0.3 
Leather -3.7
SOURCES: U.S. Manufacturing at a Crossroads, by Lionel H. 
Olmer, U.S. Department of Commerce, International Trade Ad 
ministration, June 14,1985; Federal Reserve Bulletin, July 1985, 
pp. 487-501.
a. Import penetration: imports as a percent of U.S. sales, 
b. Percent change in revised industrial production indexes 
(1977 = 100).
This trend will continue for the foreseeable future 
because it is being fed by intense global competition, 
public policy changes such as deregulation, changes in 
tax policy, and the transition from double-digit rates of 
interest and inflation to disinflation.
We need to take action at home and abroad because 
globalization of the world's economies has pitted our 
enterprise system against those of other countries, not 
just domestic firms against foreign firms. Some enter 
prise systems nurture competition more than others.
The Japanese have stimulated high savings rates, 
lowered interest, and maintained relatively small 
budget deficits. Of these, we cannot be critical. The 
legitimate concern with the competitiveness of the 
Japanese system is that they follow practices and 
policies which deny U.S. firms reciprocal access. 
This must be changed.
The competitiveness of the U.S. enterprise system 
can be improved in two ways: (1) through changes at
the firm level involving strategic management, 
manufacturing technology, global marketing 
systems and standardized quality products, and 
(2) through public policy changes.
The necessary policies are not a secret. We must:
(1) cut government spending reduce the deficit;
(2) pursue a stable monetary policy; (3) reduce the 
tax system's bias against savings and investment; 
and (4) enforce our current trade laws without re 
sorting to measures of strict protectionism which 
will only lead to trade wars benefiting no one. We 
have known these for years. The new feature is that 
we must now recognize the need to balance domestic 
and international policies if U.S. manufacturers are 
to be competitive in the global economy.
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The BUSINESS OUTLOOK
for WEST MICHIGAN
Growth in West Michigan Continues
Phyllis R. Buskirk
The West Michigan economy should expand over the next six months, but the pace of growth is 
likely to be moderate and uneven across the four metro areas. Employment growth should also con 
tinue, particularly in the service sector.
Fourth-Quarter Economic Activity 
The National Economy
As expected, economic growth was moderate in 
the fourth quarter of 1985. Real Gross National Pro 
duct (GNP), the sum of final output from all sectors, 
increased at an annual rate of 1.2 percent. This rate 
was substantially less than the 3.0 percent rate of 
increase achieved in the third quarter.
In large part, the reduction was due to a sharp 
decline in automotive vehicle sales. New car and 
truck sales dropped 17 percent below the third- 
quarter volume. These sales were no longer 
stimulated by bargain-basement financing rates in 
force in the late summer of 1985.
To make matters worse, foreign automotive im 
ports increased their share of the declining total 
sales volume. Relaxation of Japanese "voluntary" 
import quotas contributed to this trend. (See "The 
Japanese Decision" in a following section.) As a 
result, the trade deficit worsened from an annual 
figure of $119.8 billion in the third quarter to $134.0 
billion in the fourth.
Employment Trends
Employment in the nation increased 0.7 percent 
overall in the fourth quarter of 1985. As shown in 
Table 1, nonmanufacturing employment grew the 
most, 0.9 percent, but employment growth in 
government was almost as large. Although 
manufacturing employment increased a mere 0.1
percent, the increase in the workweek was a healthy 
0.6 percent. As noted in the Autumn 1985 issue of 
Business Outlook, it is common at this stage in an
Table 1 
Percent Change in United States and Michigan
(Seasonally adjusted activity measures)
U.S.
Measure
National measures (% with): 
More new orders . 1.1 
Higher material prices . . 5.9 
More materials on hand 2.6 
Slower vendor delivery time 6.2
Institute Indexes:
Leading Indicators0 ... b 
Help-Wanted Ads...... 0.7
Michigan
1985 1985 1985 1985 
III to IV HI to IV
Activity Measures:
Wage & Salary Total . .
Manufacturing jobs . .
Nonmanufacturing j obs .
Government jobs
Number Unemployed " .
Unemployment Ratea
Average Weekly Hours
UI Initial Claims . .
New Dwelling Units
0.7
0.1
0.9
0.8
-1.3
-0.2
0.6
-2.4
b
0.6
0.3
0.6
0.1
-12.1
-1.6
-0.2
-5.3
.0
1.9 
-0.7
SOURCES: See Appendix tables, 
a. Percentage-point change, 
b. U.S. data not comparable.
c. See Appendix tables for detail on local and national com 
ponents.
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expansion for employers to be cautious about add 
ing new workers to meet increases in labor demand.
Unemployment statistics were also positive in the 
fourth quarter of 1985. Both the number of job 
seekers and the unemployment rate declined. The 
future also looks bright. The number of initial UI 
claims continued to fall, and the Conference Board's 
Index of Help-Wanted Advertising continued to 
climb.
The Michigan Economy
Michigan employment increased 0.6 percent in the 
fourth quarter of 1985, only slightly below the na 
tional rate, but the increase in manufacturing was 
0.3 percent, which is three times the national 
average. Since manufacturing is a much larger sec 
tor in Michigan than in the nation as a whole, this is 
particularly good news. On the other hand, the 
workweek in manufacturing fell. Also, government 
employment increased only 0.1 percent statewide 
and fell in West Michigan.
The number unemployed plummeted, and the 
unemployment rate declined to the lowest level 
since 1979. This downward trend may continue as 
the number of new UI claims also fell dramatically. 
These declines were widespread, but sharpest in the 
Flint area. (For comparisons across all metro areas 
in Michigan, see Table A-7 in the back of this 
publication.)
The West Michigan Economy
Employment grew in West Michigan 0.3 percent 
in the fourth quarter of 1985. This is roughly half 
the rate for the nation and for Michigan as a whole. 
As shown in Table 2, almost all of the growth was in 
the private nonmanufacturing sector. This, 
however, is the most important sector, containing 
more than half of all jobs. Government employment 
declined 1.6 percent. Although only 13 percent of 
jobs are in government, this sector contributed 
significantly to overall growth in the third quarter. 
Manufacturing employment (with a 32 percent 
share of jobs) increased only 0.1 percent in the 
fourth quarter.
The Outlook for West Michigan
Economic growth should continue in West 
Michigan for the next six months, with the greatest 
strength in the private, nonmanufacturing sector.
Chart 1
Index of Leading Indicators and
Index of Help-Wanted Advertising
West Michigan, 4 Metro Areas
(1977=100)
Leading indicator 
Help-wanted ads
78 80 82 84 86
SOURCE: The Upjohn Institute. Dates of recessions from Na 
tional Bureau of Economic Research, Inc. 
NOTES: For fourth quarter of 1985, Index of Leading In- 
dicators=91 and Index of Help-Wanted Advertising=117. 
Shaded areas indicate national recessions. Dates of turnaround: 
P=peak, T=trough.
This prediction is based on the consistent picture 
generated from predictive indexes and forecasts us 
ing the Institute's model.
The Index of Leading Indicators for West 
Michigan increased a scant 0.6 percent the fourth 
quarter of 1985, precisely the third-quarter increase. 
Once again, the national components were generally 
positive and tended to be offset by negative local 
components. In contrast, the local Index of Help- 
Wanted Advertising continued to climb.
A major reason for this difference is that help- 
wanted advertising captures trends in the service 
sector, while the Index of Leading Indicators 
reflects activity in manufacturing and residential 
construction. These same trends are apparent in the 
record of past performance and forecasts of growth 
in these sectors using the Institute's model. Thus, 
taken as a whole, the indicators present a consistent 
pattern service employment is likely to continue to 
grow faster than employment in other sectors.
We are cautiously optimistic that overall perfor 
mance will exceed our predictions. As we have 
already observed, the current expansion is unusual 
ly long. Our model takes this into account in making 
its forecasts. The basic underlying factors that spur 
growth are still present, however.
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Table 2 
Percent Change in West Michigan, 4 Metro Areas
(Seasonally adjusted activity measures)
1985 1985 1985 1986 
_______Measure_________III to IV IV to Ia
Local Measures:
Wage & Salary Total 0.3 0.5 
Manufacturing jobs 0.1 -0.5 
Nonmanufacturingjobs 0.6 0.9 
Government jobs -1.6 -3.3
Number Unemployed b 5.2 -2.3 
Unemployment Ratec 0.3 -0.2
Average Weekly Hours -1.2 0.7
UI Initial Claims -3.1 9.1
New Dwelling Units -6.7 4.2
National measures (% with): 
More new orders . 1.1 
Higher material prices 5.9 
More materials on hand 2.6 
Slower vendor delivery time 6.2
West Michigan Indexes: 
Leading Indicators" 0.6 
Help-Wanted Ads .... 2.5
a. Based on first-quarter projections, 
b. Unemployment estimated for 1985:IV and 1986:1. 
c. Percentage-point change.
d. See Appendix tables for detail on local and national com 
ponents.
In addition, our model does not explicitly include 
measures dealing with foreign trade. Recent 
declines in the value of the dollar should increase ex 
ports and reduce imports, at least by year's end. 
This is of great importance in Michigan, where the 
economy is highly sensitive to changes in the terms 
of trade.
Potential negative influences on economic growth 
are deflationary actions to curb the budget deficit 
and tax reform provisions which would hurt capital- 
intensive industries. But the ultimate shape of new 
laws in these areas is extremely difficult to predict. 
Thus, for the moment, this activity has simply made 
economic decisionmakers more cautious.
The Japanese Decision
On February 13, 1986, the Japanese Trade 
Ministry announced that it would extend the 
"voluntary" limitation on automobiles exported to 
the United States. Exports to the U.S. will be held 
to 2.3 million units for the 12 months beginning 
April 1,1986. This is considerably below the current
rate, which reached 3.3 million units in the fourth 
quarter of 1985.
This action probably does not reflect altruism. 
First, the Japanese government may believe 
maintenance of the constraints is essential to head 
off more costly U.S. action. Second, and of even 
greater importance, the restrictions may make the 
Japanese better off. The import quotas increase the 
price of foreign imports, and thereby push unit pro 
fits up. Thus Japanese manufacturers may actually 
increase profits above what they would be in the 
absence of restraints. (If U.S. automakers similarly 
got together to fix sales, this would be an illegal 
cartel.)
The quotas will, of course, also raise the price of 
domestically produced autos. This will benefit U.S. 
manufacturers. Because the health of the domestic 
auto industry is so critical to Michigan, this is 
welcome news to many here in Michigan (and, as the 
lead article makes clear, unwelcome news to con 
sumers in other states).
But even this silver lining may conceal a dark 
cloud. The value of imports is likely to rise 
dramatically as Japan increases exports of the 
higher prices "luxury" cars. The "up-scale" market 
is where the U.S. big three automakers have 
historically made most of their profits. Thus, 
Japanese competitiveness is likely to increase over 
the next 12 months and for years to come.
Bank Mergers
Finance is a "growth industry" in West Michigan, 
as well as an important source of funds needed to 
stimulate growth. The banking industry is also 
becoming more competitive. Nationally, banking is 
being "deregulated," and locally a new state law 
will increase interstate banking.
These factors have fostered consolidation within 
the West Michigan financial community. In 
Kalamazoo, First of America Bank Corporation has 
acquired several other banks. In December it made 
its latest acquisition the NewCentury Bank Cor 
poration of Frankenmuth and its eight affiliates.
In Grand Rapids, Union Bancorp merged with 
NBD Bancorp, a Detroit based institution with a 
regional office in Grand Rapids. Also, Old Kent 
Financial Corporation announced that it will acquire 
the Kalamazoo-based American National Holding
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Company and its nine banks. Finally, Battle Creek 
has become the regional center for the Michigan Na 
tional Bank (MNB) of Detroit.
Purchasing Management Surveys
Each month, a nationwide panel of 250 purchas 
ing managers are surveyed by their association 
(NAPM). Four of the survey questions are used by 
the Institute as leading economic indicators. Each 
question has three possible responses positive, 
negative, and neutral. One hundred is added to the 
difference between the percentage of positive and 
negative responses to form a composite index. An 
index of 100 indicates that positive responses are 
balanced by negative responses. A score over 100 in 
dicates that a majority of those who are not neutral 
are positive. These four indexes have been shown to 
be solid indicators of changes in manufacturing out 
put and GNP.
Why do these indexes predict output levels? 
Mainly because there are strong causal ties between 
the responses and economic trends:
Increasing orders translate directly into higher 
production levels.
Rising material prices indicate that production 
demand has increased.
Boosting material stocks is a necessary precursor 
to increasing output.
Slowing of vendor delivery times indicates that 
producers are hard pressed to meet increased de 
mand for their product.
As shown in Table 2 under the heading "National 
Measures," the seasonally adjusted NAPM indexes 
increased in the fourth quarter of 1985. Increases in 
the index for material prices and delivery times were 
particularly sharp about 6 percent each.
In addition to the national "NAPM" indexes, 
there are three analogous surveys of West Michigan 
purchasing managers. These surveys do not select 
their samples as scientifically as the national 
survey, and they all have not been carried out long 
enough to construct seasonal adjustments. Non- 
seasonally adjusted composite indexes derived from 
the three West Michigan surveys are presented in 
Table 3. For comparison purposes we also present 
the non-seasonally adjusted national survey indexes.
Because the indexes are not seasonally adjusted, 
it is only appropriate to compare indexes for a given 
month to those for a year ago, or local to nation 
figures for the same month. Two of the four leading 
West Michigan indicators are up substantially over 
December a year ago, and two have slipped modest-
Table 3 
Local and National Purchasing Management Association Surveys
(Favorable conditions shown by values of 100 or more)
Indicator
Number of respondents
Associations in 
West Michigan
National Association of 
Purchasing Management
December 
1984
September 
1985
December 
1985
December 
1984
September 
1985
December 
1985
Current conditions: 
Production higher .........
Employment up ...........X */ J.
Leading: 
New orders up . . . .......
Raw materials on hand .....
Material prices higher ......
Vendor deliveries slower ....
105
102
110
86
112
117
116
101
115
88
95
97
118
118
117
103
103
106
95
83
95
86
99
95
106
82
114
91
88
100
97
77
98
83
96
97
90 79 66 250 250 250
SOURCES: Purchasing Management Association of Western Michigan and the Grand Rapids, Southwestern Michigan, and National 
Association(s) of Purchasing Management.
NOTES: Based on percent reporting conditions favorable for economic growth minus the proportion reporting those unfavorable plus 
100, or 2 times the diffusion index. Not adjusted for seasonal variations. Months shown conform to availability of local data. Local sam 
ple for December 1984 is not strictly comparable with 1985 respondents.
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ly. Note that all the indexes are over 100. Thus these 
indicators of future growth are consistently 
positive. In contrast, the national indexes showed 
little change, and are all under 100.
Data for Comparisons
Whenever possible we use seasonally adjusted 
quarterly figures for comparison purposes. This is
critical for making sense of current trends. On the 
other hand, it is difficult for individual businesses 
and public agencies to relate the seasonally adjusted 
quarterly figures to their actual experience. To 
facilitate such comparisons, Table 4 presents non- 
seasonally adjusted monthly figures for most of our 
statistics. We also have included analogous tables of 
non-seasonally adjusted figures for the State of 
Michigan and for each metro area.
Table 4
West Michigan (4 Metro Areas) Statistics and Forecasts 
for Selected Months
Actual Forecast
Item
December 
1984
September 
1985
December 
1985
March 
1986
June 
1986
Unadjusted Series:
Average Weekly Hours .. .. 42.9 42.1 42.2 41.5
UI Initial Claims ...... .... 2,933 1,655 3,405 2,175
New Dwelling Units (a) .... . 275 458 259 431
Jobs in Area:
Wage and Salary Total ...... 487,200 497,500 497,900 490,500
Manufacturing jobs . ..... 158,200 161,200 160,300 158,300
Nonmanufacturingjobs . . . 265,600 271,500 273,300 266,700 
Government jobs . . ... 63,200 64,800 64,400 61,400
Number of persons 
unemployed. .......... 56,600 52,300 39,900 59,800
Unemployment Rate (Percent) 9.7 8.9 6.8 10.1
Seasonally Adjusted Indexes:
(Base year 1977=100) 
Leading Indicators..... .... 92 93 91
Help-Wanted Advertising. ... 104 119 116
41.3
2,092
386
488,600
157,100
270,200
57,700
SOURCES: Based on data from (a) F.W. Dodge Division, McGraw Hill Information Systems Company. Other data from Michigan 
Employment Security Commission. Indexes and forecasts from the Upjohn Institute.
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The BUSINESS OUTLOOK
for the BATTLE CREEK AREA
Employment declined a mere 0.1 percent in Battle 
Creek in the fourth quarter of 1985. Declines in 
federal government employment offset increases in 
other sectors. In fact, performance in the private 
sector was considerably better than we predicted. In 
addition, trends in the Leading Indicator and Help- 
Wanted Advertising Indexes suggest that growth 
will accelerate in the first half of 1986.
As shown in Table BC-1, government employment 
was the major source of the decline. Hiring slowed 
at all levels of government in anticipation of federal 
budget cuts. Of course, the precise cuts will not be 
known until the federal budget is finally passed. In 
contrast, employment grew in the private sector, 
particularly in manufacturing. Although employ 
ment grew or held steady in most manufacturing in 
dustries, it fell in the key food-processing industry. 
The decline, however, was typical for this time of 
year.
Table BC-1 
Percent Change in Battle Creek Metro Area
(Seasonally adjusted activity measures)
Measure
1985 1985 1985 1986 
III to IV IV to Ia
Local Measures:
Wage and Salary Total
Manufacturing j obs
Nonmanuf acturing j obs
Government jobs
Number Unemployed" .
Unemployment Ratec
Average Weekly Hours
UI Initial Claims
New Dwelling Units
-0.1
0.6
0.2
-1.8
4.7
0.3
-2.1
1.6
7.2
-0.1
-3.0
1.3
0.7
0.4
.0
1.5
-4.0
149.6
Battle Creek Indexes: 
Leading indicators" 
Help-Wanted Ads.
0.2 
0.9
a. Based on first-quarter projections, 
b. Unemployment estimated for 1985:IV and 1986:1. 
c. Percentage-point change.
d. See Appendix tables for detail on local and national com 
ponents.
Chart BC
Index of Leading Indicators and
Index of Help-Wanted Advertising
Battle Creek Metro Area
(1977=100)
Leading indicators 
Help-wanted ads .
SOURCE: The Upjohn Institute. Dates of recessions from Na 
tional Bureau of Economic Research, Inc. 
NOTES For fourth quarter of 1985, Index of Leading In- 
dicators=93 and Index of Help-Wanted Advertising=lll. 
Shaded areas indicate national recessions. Dates of turnaround: 
P=peak, T=trough.
Meanwhile, the factory workweek moved down 
from the torrid pace of 42.3 hours set during the 
third quarter of 1985. In November the workweek 
dipped close to 40 hours, then rose in December. 
This dip was largely responsible for reducing the 
fourth-quarter average workweek to 41.5 hours.
Nonmanuf acturing employment rose by 0.2 per 
cent during the fourth quarter. Retail trade alone in 
creased by 400 workers. Services also added be 
tween 100 and 200 employees. The strong demand 
for holiday salespeople and other service workers 
helped to push help-wanted advertising higher.
This increase in demand could induce new en 
trants and re-entrants to enter the labor force faster 
than they can be absorbed by employers, in part 
because some temporary sales positions are taken 
by moonlighters. This could have increased the 
unemployment rate in Battle Creek above the 11.0 
September rate.
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The composite Index of Leading Indicators also 
rose in the fourth quarter of 1985. This increase was 
due to the strength of the national components and 
an increase in local new dwelling units under con 
tract. Continued growth in housing contracts is pro 
jected for the first quarter of 1986. In fact, all three 
local components indicate that prospects for growth 
are strong. Also, our model suggests that the work 
week should lengthen and UI claims should fall.
In contrast, the Institute's model projects that 
unemployment should hold steady and employment 
should fall slightly. As stressed in the last issue, 
these more pessimistic forecasts are partially a 
result of the unusually lengthy current expansion.
The mix of positive and negative influences is evi 
dent in current news reports. Clark Material
Systems Technology plans to shift production of 
fork-lift trucks overseas. This will cost 350 jobs. Off 
setting that loss, however, will be the opening of the 
Nippondenso auto parts plant. Over 400 workers 
should be employed there by year's end.
Construction activity is obvious, especially in the 
southern and western sections of the city. McCamly 
Place is due to open in the spring. Downtown is be 
ing transformed by Kellogg's new headquarters. (In 
cidentally, Kellogg was named one of the five best 
managed companies in the nation in DUN's 
Business Month.)
Other news also bodes well for the future. Battle 
Creek has become a regional center for the Michigan 
National Bank and a location for a state-supported 
solid waste disposal experiment.
Unadjusted Series:
Average Weekly Hours 
UI Initial Claims ..... 
New Dwelling Units (a)
Jobs in Area:
Wage and Salary Total . . 
Manufacturing jobs . . . 
Nonmanufacturing jobs 
Government jobs .....
Table BC-2
Battle Creek Metro Statistics and Forecasts 
for Selected Months
Item
December 
1984
Actual
September 
1985
Forecast
December 
1985
March 
1986
June 
1986
Number of persons unemployed 
Unemployment Rate (Percent)
Seasonally Adjusted Indexes:
(Base year 1977=100) 
Leading Indicators..........
Help-Wanted Advertising ....
43.3
498
7
53,400
14,500
27,300
11,600
6,800
10.9
97
96
42.7
312
18
54,200
14,700
28,000
11,600
6,900
11.0
94
120
41.9
491
31
54,100
14,400
28,200
11,600
4,900
7.9
93
106
41.8
301
18
52,800
13,700
27,500
11,600
7,800
12.2
41. S
280
21
52,200
13,200
27,500
11,500
SOURCES: Based on data from (a) F. W. Dodge Division, McGraw Hill Information Systems Company. Other data from Michigan 
Employment Security Commission. Indexes and forecasts from the Upjohn Institute.
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The BUSINESS OUTLOOK
for the GRAND RAPIDS AREA
Employment hit another new high in Grand 
Rapids in the fourth quarter of 1985, largely due to 
growth in the private nonmanufacturing sector. 
Business activity also continued to grow. The rise in 
the Business Activity Index was not as strong as 
the 1.5 percent registered three months ago. This 
reduction in the pace of growth, however, was con 
sistent with our predictions. Indications are that 
growth will accelerate in the first quarter of 1986.
As in most areas, government employment declin 
ed. Manufacturing employment slipped slightly. 
These declines were more than offset by strong in 
creases in retail trade, services and finance- 
insurance-real estate. In fact, the pace of growth in 
the nonmanufacturing sector picked up in the fourth 
quarter, pushing total employment to over 290,000 
workers.
Table GR-1 
Percent Change in Grand Rapids Metro Area
(Seasonally adjusted activity measures)
Measure
1985 1985 1985 1986 
III to IV IV to Ia
Local Measures:
Wage and Salary Total
Manufacturing j obs
Nonmanufacturing j obs
Government jobs
Number Unemployed"
Unemployment Batec
Average Weekly Hours
UI Initial Claims
New Dwelling Units
0.2
-0.1
0.8
-1.3
3.5
0.3
-1.3
-9.3
-6.2
0.7
0.4
1.2
-4.4
-0.4
-0.2
1.3
9.8
2.3
Grand Rapids Indexes: 
Leading Indicators" 
Help-Wanted Ads 
Business Activity6
1.1 
1.8 
0.4
a. Based on first-quarter projections, 
b. Unemployment estimated for 1985:IV and 1986:1. 
c. Percentage-point change.
d. See Appendix tables for detail on local and national com 
ponents.
e. From F.E. Seidman School of Business, Dr. William A. Peter- 
son.
Chart GR
Index of Leading Indicators and
Index of Help-Wanted Advertising
Grand Rapids Metro Area
(1977=100)
Leading indicators 
Help-wanted ads .
78 80 82 84 86
SOURCE: The Upjohn Institute. Dates of recessions from Na 
tional Bureau of Economic Research, Inc. 
NOTES: For fourth quarter of 1985, Index of Leading In- 
dicators=89 and Index of Help-Wanted Advertising=119. 
Shaded areas indicate national recessions. Dates of turnaround: 
P=peak, T=trough.
Overtime hours in manufacturing were lower in 
the fourth quarter on average. Since employment 
did not increase, this is an indication that the pace 
of growth has slowed. It also suggests that firms 
have successfully reduced labor costs. Profits, 
therefore, should increase. In November, the 
average workweek dipped below 40 hours, but re 
bounded to a seasonal high of 42.1 hours in 
December.
New claims for unemployment insurance fell off 
sharply. This supports the Institute's forecast that 
the unemployment rate will fall slightly. The 
decline, however, is likely to be checked by the re 
entry of workers who gave up searching after long 
spells of unemployment.
The decline in initial UI claims also bolstered the 
Index of Leading Indicators for Grand Rapids. The 
index was further increased by a surge in the na 
tional components. In addition, both the Index of
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Help-Wanted Advertising and the Seidman School's 
projection of economic activity also increased. All 
signs, therefore, point to continued growth. At 
worst, the pace of growth might slacken.
Employment usually falls after the holiday 
season. This year the drop should be smaller than 
usual. In fact, seasonally adjusted employment is 
forecasted to increase 0.7 percent. Increases should 
also continue in manufacturing. This sector includes 
about 33 percent of all jobs in Grand Rapids, and is 
particularly strong in the fast growing office 
furniture-landscaping industry. Auto production is 
also important. This industry is closely tied to na 
tional growth and foreign trade. The national 
economy is reasonably healthy. (See "The Japanese
Decision" in the overview section for information 
about foreign competition in the auto industry.)
News from Grand Rapids is mostly positive. 
Business and civic leaders have generously funded 
"The Right Place," a new economic development ef 
fort. In addition, the state will pay for substantial 
capital improvements at Grand Valley State and 
Grand Rapids Community College. On the negative 
side, Blodgett Hospital has laid off 89 workers, 
despite the attrition of more than 300 employees 
over the past year. Recent declines in federal fund 
ing and the use of Diagnostic Related Groups for 
the determination of fees have dramatically increas 
ed the bite of cost containment measures nation 
wide.
Table GR-2
Grand Rapids Metro Statistics and Forecasts 
for Selected Months
Actual Forecast
Item
December 
1984
September 
1985
December 
1985
March 
1986
June 
1986
Unadjusted Series:
Average Weekly Hours 
UI Initial Claims . . 
New Dwelling Units (a)
Jobs in Area:
Wage and Salary Total . . 
Manufacturing jobs . . . 
Nonmanufacturing j obs 
Government jobs .....
Number of persons unemployed 
Unemployment Rate (Percent)
42.4
1,623
224
284,000
95,900
159,700
28,300
33,100
9.7
41.4
755
319
289,200
97,700
162,400
29,100
28,200
8.2
42.1
1,685
169
290,500
97,400
164,300
28,800
22,700
6.5
41.1
1,215
274
286,900
97,000
161,200
27,100
34,100
9.9
40.8
1,250
266
287,400
97,200
162,400
26,100
Seasonally Adjusted Indexes: 
(Base year 1977=100) 
Leading Indicators ..........
Help- Wanted Advertising .... 
Business Activity Index (b) . . .
90
103 
121.6
90
117 
125.9
90
117 
126.0 126.3 127.0
SOURCES: Based on data from (a) F. W. Dodge Division, McGraw Hill Information Systems Company and (b) F.E. Seidman School of 
Business. Other data from Michigan Employment Security Commission. Indexes and forecasts from the Upjohn Institute.
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The BUSINESS OUTLOOK
for the KALAMAZOO AREA
The Kalamazoo economy showed continued 
strength in the fourth quarter of 1985. Employment 
growth was 0.7 percent, the highest rate in West 
Michigan. Employment is approaching its all-time 
high, which occurred in the fourth quarter of 1979. 
Indicators of continued growth are mixed, but those 
that harbinger decline are most likely unduly 
pessimistic.
Employment growth was strong throughout the 
private sector. Chemicals and pharmaceuticals, as 
well as the auto-related fabricated metals industry, 
each added 50 to 150 workers. As in the rest of the 
region, government employment declined. (Employ 
ment increased at Western Michigan University, 
however.) Residential construction contracts were 
also very weak.
Table K-l 
Percent Change in Kalamazoo Metro Area
(Seasonally adjusted activity measures)
Measure
1985 1985 1985 1986 
III to IV IV to Ia
Local Measures:
Wage and Salary Total .
Manufacturing j obs
Nonmanuf acturing j obs
Government jobs
Number Unemployed"
Unemployment Ratec
Average Weekly Hours
UI Initial Claims
New Dwelling Units
0.7
0.9
0.6
-0.6
2.1
.0
0.4
10.2
-20.9
0.2
-0.4
0.7
-3.6
2.5
0.1
-0.1
10.8
-38.3
Kalamazoo Indexes: 
Leading Indicators" 
Help-Wanted Ads
-0.4 
1.9
a. Based on first-quarter projections, 
b. Unemployment estimated for 1985:IV and 1986:1. 
c. Percentage-point change.
d. See Appendix tables for detail on local and national com 
ponents.
Chart K
Index of Leading Indicators and
Index of Help-Wanted Advertising
Kalamazoo Metro Area
(1977=100)
Leading indicators 
Help-wanted ads .....
SOURCE: The Upjohn Institute. Dates of recessions from Na 
tional Bureau of Economic Research, Inc. 
NOTES: For fourth quarter of 1985, Index of Leading In- 
dicators=95 and Index of Help-Wanted Advertising=118. 
Shaded areas indicate national recessions. Dates of turnaround: 
P=peak, T=trough.
Holiday buying was stronger than expected. This 
was fueled by a nationwide trend for consumers to 
accept more debt. In addition, local consumers had 
more disposable income as a result of reduced 
energy costs and increased overtime hours. The 
average workweek in manufacturing increased to 
43.8 hours an unusually high fourth-quarter level.
Retail trade employment did not fully reflect the 
increase in buying. We believe that the surge in buy 
ing and increased employment occurred later than 
usual. Since employment is only surveyed during 
the second week of each month, the November 
survey may have missed much of the growth.
The Index of Help-Wanted Advertising increased 
once again, signaling continued employment
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growth. However, the Index of Leading Indicators 
and forecasts of manufacturing employment and 
hours declined. Given that our earlier forecasts were 
unduly pessimistic, we tend to discount these in 
dications that the expansion will end.
In part, the predictions of decline reflect the 
length of the current expansion. (We discussed this 
at some length in our last issue.) A second factor is 
the rapidly growing importance of world trade. 
(Alexander Trowbridge's article in this issue of 
Business Outlook discusses trade at length.) 
Because the influence of trade is relatively new and 
growing, it is difficult to factor international trade 
into our projections.
World trade is particularly important to 
Kalamazoo's largest employer the Upjohn Com 
pany as well as other companies that produce 
"high-tech" items, such as Stryker and Alien Test 
Products. The recent decline in the value of the
dollar eventually will stimulate growth in 
Kalamazoo's overseas export sector.
Another positive development is that outstanding 
loans financed by Industrial Development Bonds 
have more than doubled since June 1985 (see appen 
dix Table A-8) reaching over $90 million. This source 
of capital investment plus an additional $21 million 
of state funds earmarked for Western Michigan 
University should not only stimulate the construc 
tion sector, but also long-term job growth.
The Upjohn Company has two construction pro 
jects underway in the City of Kalamazoo a large 
new research facility and the conversion of a plant 
to produce Regaine (the hair grower). These pro 
jects, plus the refurbishing of historic structures in 
the downtown area, will boost the city's tax base. 
These events are particularly welcome, as most re 
cent development in the Kalamazoo area has taken 
place in Portage.
Unadjusted Series:
Average Weekly Hours . . 
UI Initial Claims ......
New Dwelling Units (a) .
Jobs in Area:
Wage and Salary Total . . 
Manufacturing jobs . . . 
Nonmanufacturing j obs 
Government jobs ....
Table K-2
Kalamazoo Metro Statistics and Forecasts 
for Selected Months
Item
December 
1984
Actual
September 
1985
Forecast
December 
1985
March 
1986
June 
1986
Number of persons unemployed 
Unemployment Rate (Percent)
Seasonally Adjusted Indexes:
(Base year 1977=100) 
Leading Indicators..........
Help-Wanted Advertising....
44.4
367
33
95,600
28,400
51,700
15,400
8,600
9.1
95
105
44.9
280
84
98,200
29,400
53,000
15,800
8,200
7.2
99
118
44.5
513
40
98,900
29,700
53,200
16,000
5,700
5.0
94
115
43.7
347
41
96,700
29,200
51,150
15,100
8,900
7.8
43.6
290
37
95,200
28,600
52,300
12,500
SOURCES: Based on data from (a) F. W. Dodge Division, McGraw Hill Information Systems Company. Other data from Michigan 
Employment Security Commission. Indexes and forecasts from the Upjohn Institute.
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The BUSINESS OUTLOOK
for the MUSKEGON AREA
Business activity in the Muskegon area declined 
in the fourth quarter of 1985. Employment, which 
had been growing, faltered, and unemployment con 
tinued to increase. Indications are that these trends 
will continue into 1986. Current construction levels 
are high, however, and the development of the 
lakefront should bolster tourism in the long term.
The manufacturing sector, which accounts for 
almost 35 percent of total employment, continued to 
lose workers. Average hours in manufacturing slip 
ped to 38.8 hours per week in December a low rate 
for our region. These reductions reverberated 
throughout the economy, contributing to declines in 
service and government. Although downturns are 
never welcomed, they are particularly painful dur 
ing the holiday season.
Table M-l 
Percent Change in Muskegon Metro Area
(Seasonally adjusted activity measures)
Measure
1985 1985 1985 1986 
III to IV IV to Ia
Local Measures:
Wage and Salary Total
Manufacturing j obs
Nonmanufacturing jobs
Government jobs
Number Unemployed"
Unemployment Ratec
Average Weekly Hours
UI Initial Claims
New Dwelling Units
-0.5
-0.9
0.6
-2.5
5.3
0.5
-4.6
4.3
24.9
-1.0
-2.9
-0.1
-3.0
-4.8
-0.4
1.7
19.0
32.7
Muskegon Indexes: 
Leading Indicators" 
Help-Wanted Ads
-0.5
-7.2
a. Based on first-quarter projections, 
b. Unemployment estimated for 1985:IV and 1986:1. 
c. Percentage-point change.
d. See Appendix tables for detail on local and national com 
ponents.
Chart M
Index of Leading Indicators and
Index of Help-Wanted Advertising
Muskegon Metro Area
(1977=100)
Leading indicators 
Help-wanted ads ..
SOURCE: The Upjohn Institute. Dates of recessions from Na 
tional Bureau of Economic Research, Inc. 
NOTES: For fourth quarter of 1985, Index of Leading In 
dicators =90 and Index of Help-Wanted Advertising=100. 
Shaded areas indicate national recessions. Dates of turnaround: 
P=peak, T=trough.
On the positive side, F.W. Dodge reports that this 
is the second strong year for construction contracts. 
No two-year period since 1978-79 matches it. 
Residential construction contracts have increased, 
Muskegon Community College will expand, and the 
Lumbertown Marina may add 300 slips.
Also on the waterfront, the new Harbor Hilton 
Hotel is due to open in April, and financial planning 
for the Muskegon-Milwaukee cross-lake ferry is 
underway. Meanwhile, the Michigan Natural 
Resources Trust Fund is developing plans to con 
vert unneeded ferry docks into marina slips. The 
dock conversion, however, is unlikely to start this 
year.
The commercial waterfront development activity 
reflects Muskegon's growth as a tourist center. 
Other new construction will also foster manufactur-
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ing growth, mainly in the food and machine tool in 
dustries.
Indications are that business activity should con 
tinue to decline over the next three to six months. 
The Index of Help-Wanted Advertising showed an 
unusually sharp drop, and the Index of Leading In 
dicators reversed its upward third-quarter trend. 
But the increase in construction activity suggests 
that long-term prospects are considerably brighter. 
Movement of the Muskegon economy towards 
tourism and other services as well as modernization 
in manufacturing is necessary. Unfortunately, the 
process is often painful and seems to take forever.
Table M-2
Muskegon Metro Statistics and Forecasts 
for Selected Months
Item
December 
1984
Actual
September 
1985
Forecast
December 
1985
March 
1986
June 
1986
Unadjusted Series:
Average Weekly Hours 
UI Initial Claims ..... 
New Dwelling Units (a)
Jobs in Area:
Wage and Salary Total 
Manufacturing jobs . . . 
Nonmanufacturing jobs 
Government jobs .....
Number of persons unemployed 
Unemployment Rate (Percent)
Seasonally Adjusted Indexes:
(Base year 1977 = 100) 
Leading Indicators. .....
Help-Wanted Advertising ....
42.6
445
11
54,200
19,400
26,900
7,900
8,100
12.1
96
97
40.9
308
37
55,900
19,400
28,100
8,300
9,000
13.0
93
111
39.1
717
19
54,400
18,800
27,600
8,000
6,600
9.7
88
97
39.4
372
28
53,200
18,500
26,700
7,600
9,900
14.4
39.7
304
28
52,500
18,200
27,300
7,300
SOURCES: Based on data from (a) F. W. Dodge Division, McGraw Hill Information Systems Company. Other data from Michigan 
Employment Security Commission. Indexes and forecasts from the Upjohn Institute.
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Table A-l 
Index of Help-Wanted Advertising (1977=100)
Annual averages (Selected years)
Area
Battle Creek
Grand Rapids 
Kalamazoo
Muskegon
West Michigan, 4 areas 
Detroit, Michigan 
United States
1977
100
100 
100
100
100 
100 
100
1980
82
96 
92
91
93 
62 
109
1982
68
52
58
67
57 
36 
73
1983
79
64 
68
69
67 
43
81
1984
95
92 
96
90
94 
59 
111
By quarter (Adjusted for seasonal variations)
1985
108
114 
117
103
113 
70 
116
1984
IV
100
101 
102
95
102 
64 
118
1985
I
106
106 
122
100
109 
67 
118
II
105
113 
112
104
111 
70 
113
III
110
117 
116
107
115 
69 
115
IV
111
119 
118
100
117 
73 
121
SOURCES: West Michigan indexes based on employment ad counts supplied by the Battle Creek Enquirer, Grand Rapids Press, 
Kalamazoo Gazette and Muskegon Chronicle; United States and Detroit indexes derived from the (1967=100) series of The Conference 
Board.
Table A-2 
Index of Leading Indicators (1977=100)
Annual averages (Selected years)
Area
Battle Creek
Grand Rapids 
Kalamazoo
Muskegon
West Michigan, 4 areas 
Michigan
1977
100
100 
100
100
100 
100
1980
86
86
87
87
87 
82
1982
76
75 
78
76
76 
72
1983
98
93 
96
99
94 
91
1984
99
95 
100
106
97 
95
1985
93
89 
95
91
91 
91
By quarter (Adjusted for seasonal variations)
1984
IV
96
89 
94
96
91 
90
1985
I
94
89 
94
94
91 
91
II
92
88 
94
90
90 
90
III
92
88 
96
91
91 
91
IV
93
89 
95
90
91 
93
SOURCE: The Upjohn Institute.
Technical Note
As presently constituted, the components and the range of weights used in the Indexes of Leading Indicators 
are as follows:
1. Average weekly hours of production workers in manufacturing. A separate series is used for each 
metropolitan area and for the State of Michigan. Weights range from .41 to .47.
2. Initial claims for unemployment insurance (inverted). A separate series is used for each metropolitan area 
and for the State of Michigan. Weights range from .08 to .11. Battle Creek and Muskegon series have been 
revised.
3. New dwelling units put under contract (4-term trailing average). A separate series is used for each 
metropolitan area and for the State of Michigan. Weights range from .03 to .11.
In addition, each area's index includes the following national measures:
4. The proportion of firms reporting an increase in new orders. Weights range from .09 to .10.
5. The proportion of firms reporting an increase in purchased materials prices. Weights range from .10 to 
.13.
6. The proportion of firms reporting an increase in purchased material inventories. Weights range from .10 
to .13.
7. The proportion of firms reporting a change in vendor performance (slower delivery time). Weights range 
from .08 to .10.
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Table A-3 
Components of the Index of Leading Indicators
1. Average Weekly Hours of Production Workers8
Annual averages (Selected years)
Area
Battle Creek
Grand Rapids 
Kalamazoo
Muskegon
West Michigan, 4 MSAs 
Michigan
1977
42.3
41.5 
41.9
43.3
41.9 
43.3
1980
41.3
39.9 
40.4
41.4
40.3 
40.1
1982
40.3
38.9 
39.9
39.5
39.3 
40.2
1983
42.0
41.2 
42.0
41.1
41.5 
42.5
1984
42.7
41.7 
42.4
42.0
42.0 
43.2
By quarter (Adjusted for seasonal variations)
1985
41.7
40.6 
43.1
40.0
41.1 
43.0
1984
IV
41.9
40.6 
42.0
40.7
41.0 
42.9
1985
I
41.8
41.0 
42.5
40.7
41.3 
42.7
II
41.7
40.5 
42.5
40.6
40.9 
43.0
III
42.2
40.8 
43.6
40.4
41.4 
43.3
IV
41.3
40.3 
43.8
38.5
40.9 
43.2
2. Initial Claims for Unemployment Insurance (Average per week)
Annual averages (Selected years)
Area
Battle Creek
Grand Rapids 
Kalamazoo
Muskegon
West Michigan, 4 MSAs 
Michigan
1977
422
929 
382
474
2,206 
20,966
1980
689
1,504 
599
658
3,451 
37,942
1982
714
1,674 
527
710
3,625 
34,414
1983
348
1,323 
415
332
2,417 
21,135
1984
347
1,068 
299
283
1,998 
16,407
1985
299
1,147 
308
389
2,144 
15,624
By quarter (Adjusted for seasonal variations)"
1984
IV
345
1,272 
311
324
2,220 
17,193
1985
I
322
1,223 
293
331
2,140 
16,395
II
270
1,155 
283
370
2,093 
15,561
III
254
1,180 
291
372
2,157 
15,744
IV
350
1,071 
320
388
2,090 
14,915
3. New Dwelling Units • Put Under Contract
Annual averages (Selected years) By quarter (Seasonally adjusted annual rate)"
Area
Battle Creek
Grand Rapids 
Kalamazoo
Muskegon
West Michigan, 4 MSAs 
Michigan
1977
612
4,800 
1,861
628
7,901 
62,962
1980
219
3,121 
1,369
500
5,209 
33,113
1982
88
1,555 
344
205
2,192 
16,190
1983
360
2,815 
794
329
4,298 
25,909
1984
432
3,268 
613
415
4,728 
32,220
1985
259
4,194 
978
410
5,841 
38,458
1984 
IV
579
3,995 
452
438
5,488 
32,815
I
340
4,181 
684
416
5,617 
38,840
1985 
II III
244
4,844 
990
454
6,521 
37,020
215
4,126 
1,200
351
5,897 
38,334
IV
230
3,871 
949
439
5,500 
38,328
National Purchasing Management Survey0
Annual averages (Selected years) By quarter (Adjusted for seasonal variations)
1977 1980 1982 1983 1984 1985
Indicator
1984 
IV
1985 
II III IV
4. New Orders 119 91 82 128 115 105 103 103 101 107 108
5. Change in Inventories 102 83 64 95 103 88 91 91 83 87 89
6. Vendor Performance 111 81 87 113 115 96 98 97 93 94 100
7. Changes in
Material Prices 144 147 81 121 123 91 105 91 90 89 94
SOURCES: Average weekly hours and initial claims based on information from Michigan Employment Security Commission; number of 
housing units put under contract, F.W. Dodge Company; survey data from the National Association of Purchasing Management. 
Seasonal adjustment by the Institute.
a. Data for Metropolitan Statistical Area (MSA); adjustment for Battle Creek, Kalamazoo and Muskegon by the Institute, 
b. Smoothed (4-term trailing average).
c. Survey results shown here are based on percent reporting conditions favorable to economic growth minus percent reporting condi 
tions unfavorable to economic growth plus 100.
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Table A-4 
Employment Data for West Michigan MSAs and Michigan*1
(Thousands of jobs - by place of work)
Wage and Salary Employment"
Annual averages (Selected years)
Labor market area
Battle Creek 
Grand Rapids 
Kalamazoo 
Muskegon
West Michigan, 
4 MSAs 
Michigan
1970
53.2 
191.8 
75.3 
52.0
372.3 
2999.1
1977C
57.3 
240.7 
89.9 
55.5
443.4 
3442.5
1980 1982
55.2 51.1 
266.1 261.0 
95.6 91.8 
56.4 52.0
473.3 455.9 
3442.8 3193.3
1983
50.9 
266.6 
92.1 
50.4
460.0 
3223.2
1984
52.7 
279.5 
94.3 
53.4
479.9 
3343.3
1985
53.5 
284.8 
96.1 
54.6
488.9 
3443.4
By quarter (Adjusted for seasonal variations)
1984 
IV
53.1 
280.2 
94.4 
54.0
481.7 
3368.9
I
53.1 
282.3 
95.0 
54.3
484.8 
3401.2
1985 
II III
53.3 
283.9 
95.6 
54.4
487.2 
3434.4
53.7 
286.1 
96.6 
54.9
491.1 
3458.9
IV
53.7 
286.8 
97.3 
54.6
492.5 
3478.8
Manufacturing Employment
Annual averages (Selected years)
Labor market area
Battle Creek 
Grand Rapids 
Kalamazoo 
Muskegon
West Michigan, 
4 MSAsb 
Michigan
1970
22.2 
72.5 
29.3 
24.7
148.7 
1081.1
1977C
20.7 
83.8 
29.5 
21.2
155.2 
1128.4
1980 1982
18.0 15.3 
89.0 84.5 
28.5 27.0 
19.7 17.2
155.2 144.0 
998.9 876.9
1983
14.3 
86.8 
27.1 
16.6
144.7 
880.5
1984
14.6 
94.2 
28.3 
18.7
155.7 
945.8
1985
14.4 
96.9 
29.1 
19.3
159.9 
958.9
By quarter (Adjusted for seasonal variations)
1984 
IV
14.7 
94.9 
28.3 
19.2
157.1 
958.1
I
14.4 
96.6 
28.7 
19.5
159.2 
960.3
1985 
II HI
14.5 
97.0 
29.0 
19.4
159.8 
957.2
14.4 
97.2 
29.3 
19.3
160.2 
957.8
IV
14.5 
97.1 
29.6 
19.1
160.4 
960.5
Private Nonmanufacturing Employment
Annual averages (Selected years)
Labor market area
Battle Creek 
Grand Rapids 
Kalamazoo 
Muskegon
West Michigan, 
4MSAsb 
Michigan .
1970
22.8 
99.3 
31.0 
20.5
173.6 
1411.3
1977C
26.6 
126.6 
44.1 
25.2
222.5 
1717.3
1982 1983
27.2 25.7 
144.5 147.5 
50.3 49.1 
27.3 26.4
249.4 248.6 
1816.1 1738.6
1984
25.8 
151.2 
49.8 
25.8
252.6
1772.8
1985
26.8 
156.7 
51.0 
26.7
261.2 
1831.3
27.7 
159.3 
51.9 
27.3
266.0 
1907.1
By quarter (Adjusted for seasonal variations)
1984 
IV
27.1 
157.2 
51.1 
26.9
262.2 
1846.4
I
27.5 
157.6 
51.3 
27.0
263.3 
1874.3
1985 
II III
27.7 
158.6 
51.6 
27.2
265.1 
1902.3
27.7 
159.8 
52.1 
27.4
267.0 
1919.6
IV
27.8 
161.0 
52.4 
27.6
268.7 
1931.7
Government Employment
Annual averages (Selected years)
Labor market area
Battle Creek . 
Grand Rapids 
Kalamazoo . . 
Muskegon . . .
West Michigan, 
4 MSAsb 
Michigan
1970
8.3 
20.0 
14.9 
6.8
50.0 
506.7
1977C
10.1 
30.3 
16.4 
9.1
65.8 
596.8
1980 1092
9.9 10.2 
32.3 29.0 
16.8 15.7 
9.4 8.3
68.6 63.2 
627.8 577.8
1983
10.8 
28.5 
15.2 
8.1
62.6 
570.0
1984
11.4 
28.6 
15.0 
8.0
62.9 
566.5
1985
11.4 
28.6 
15.1 
7.8
63.0
577.5
By quarter (Adjusted for seasonal variations)
1984 
IV
11.4 
27.9 
14.8 
7.9
62.0 
561.1
I
11.3 
28.2 
15.2 
7.9
62.4 
569.3
1985 
II III
11.0 
28.6 
15.0 
7.9
62.6 
576.3
11.7 
28.9 
15.2 
8.1
64.0 
581.7
IV
11.5 
28.6 
15.1 
7.9
63.0 
582.5
SOURCE: Michigan Employment Security Commission. Seasonal adjustment and forecasts by the Institute.
a. As of January 1985, data from MESC conform to federally defined metropolitan statistical areas (MSAs). Data for Battle Creek
(Calhoun), Kalamazoo and Muskegon cover single county areas. Grand Rapids (Kent and Ottawa) remains unchanged.
b. Detail may not add to total due to rounding.
c. Base year for index calculations.
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Table A-5 
Population and Income Update for Selected Areas
Area
Michigan
Southwest Michigan
Counties in MSAs*
Battle Creek
Calhoun County
Benton Harbor
Berrien County
Grand Rapids
Kent County
Ottawa County
Kalamazoo
Kalamazoo County
Muskegon
Muskegon County
Nonmetropolitan
County Total*
Allegan
Barry
Branch
Cass
Oceana
St. Joseph
Van Buren
Provisional 
1984 
population 
estimate
9,075,000
1,661,500
1,298,100
137,800
163,000
626,400
461,700
164,700
215,200
155,700
363,400
84,200
46,500
38,700
47,800
22,000
57,700
66,500
1980 percent distribution
1980 
population
9,262,078
1,646,402
1,284,502
141,579
171,276
601,680
444,506
157,174
212,378
157,589
361,922
81,555
45,781
40,188
49,499
22,002
56,083
66,814
Under 
18 years
29.7
30.0
29.6
28.9
30.8
30.2
29.6
31.9
26.7
30.7
31.3
32.0
31.5
30.0
30.7
32.4
30.6
31.6
18 to 64 
years
60.4
59.7
60.3
59.8
58.3
60.0
60.2
59.4
64.4
58.6
57.5
57.7
58.4
58.2
58.4
55.3
57.4
56.2
65 years 
and over
9.8
10.3
10.1
11.3
11.0
9.8
10.2
8.7
8.9
10.7
11.3
10.3
10.1
11.8
10.9
12.3
11.9
12.2
1980 households 1983
Number Percent per 
of in capita 
households households income
3,195,213
571,625
447,377
51,123
60,276
206,047
155,598
50,449
75,405
54,526
124,248
27,232
15,433
14,014
17,236
7,418
19,794
23,121
97.9
97.5
97.2
97.0
98.4
97.4
97.3
97.6
94.9
98.2
98.8
98.6
98.6
97.5
99.5
98.8
99.1
99.0
$11,493
10,719
11,078
11,082
10,314
11,334
11,463
10,968
11,966
9,671
9,442
9,292
9,404
9,916
9,928
7,943
10,034
9,029
SOURCES: 1984 provisional estimate from Current Population Reports, Series P-26, No. 83-52-C & P-25, No. 976, U.S. Department of 
Commerce, Bureau of the Census. Population and Household statistics for 1980 from Report PC80-1-B24; Income Statistics from 
Bureau of Economic Analysis, Survey of Current Business, April and August 1985. 
*Metropolitan Statistical Areas as defined by the federal Office of Management and Budget after June 30, 1983.
Table A-6 
Average Residential Contract Mortgage Rates in Michigan
Year Jan. Feb. March April May June July August Sept. Oct. Nov. Dec.
1981
1982
1983
1984
1985
1986
15.72
17.04
13.66
13.72
13.64
11.07
15.71
17.21
13.41
13.42
13.37
15.68
17.13
13.25
13.46
13.49
15.57
17.23
12.67
13.69
13.45
16.20
17.16
12.61
13.96
13.33
16.72
17.09
12.52
14.61
12.55
17.41
16.99
12.81
14.74
12.34
17.76
16.88
13.18
14.58
12.42
18.17
15.95
13.94
14.42
12.28
18.48
15.55
13.86
14.34
12.31
18.48
14.43
13.78
13.85
12.20
17.53
13.99
13.77
13.78
11.75
SOURCE: Business Information Division, Federal Home Loan Bank of Indianapolis.
NOTE: The contract rate shown is for 75 percent loan-to-value ratio, 25-year maturity loans on new single family homes. Alternative
plans allow mortgage rates to be adjusted, varied, blended, or shared.
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Table A-7 
Selected Labor Market Indicators
Average for manufacturing production workers8 
December 1985
(Not adjusted for seasonal variations)
Area
United States .............
Michigan ................
West Michigan MSAs: 
Battle Creek ... .... ....
Benton Harbor ........ .
Grand Rapids ... ........
Kalamazoo ..............
Muskegon. . . ... .... .
Other MSAs: 
Ann Arbor- Ypsilanti ... 
Detroit .................
Flint . . . . .............
Jackson ...............
Lansing-E. Lansing ... ...
Saginaw-Bay City- 
Midland. .............
Other areas:
Upper Peninsula .........
Weekly 
hours
41.6 
44.6
41.9 
41.9 
42.1 
44.5 
39.1
45.4 
45.5 
46.5 
41.9 
42.5
45.1 
39.7
Hourly 
earnings
$ 9.71 
12.84
13.40 
9.86 
10.97 
11.88 
11.71
13.59 
13.75 
14.31 
10.06 
14.56
14.41 
9.37
Weekly 
earnings
$403.94 
572.66
561.46 
413.13 
461.84 
528.66 
457.86
616.99 
625.63 
665.41 
421.51 
618.80
649.89 
371.99
Civilian labor force 
unemployment rateb
September 
1985
7.1 
10.3
11.0 
11.7 
8.2 
7.2 
13.0
6.4 
9.3 
12.7 
10.7
7.4
10.6 
13.3
December 
1985
6.9 
7.6
7.9 
8.3 
6.5 
5.0 
9.7
4.0 
6.8 
8.0 
8.1 
6.7
8.2 
12.6
SOURCES: U.S. Department of Labor and the Michigan Employment Security Commission (MESC) (most recent benchmark), 
a. Preliminary. Earnings include overtime and part-time wages.
b. The unemployment rate for the civilian labor force in the U.S. and Michigan shown here are adjusted for seasonal variations. Rates 
for metropolitan statistical areas (MSAs) and the other labor markets shown here are not adjusted.
Table A-8 
Commercial Banking Data - Kalamazoo
(In thousands of current dollars)
Item
Total Deposits .............
Demand Deposits .........
Loans Outstanding: 
Total ...................
Mortgage ..............
Commercial & Industrial . 
Consumer ..............
Industrial Development41 . 
Other .................
1984
December 31
$1,275,522
256,612
912,982
324,517
249,533 
260,073
38,817 
40,042
March 31
$1,294,040
239,264
931,083
338,832
247,197 
256,225
42,729 
46,100
11
June 30
$1,334,701
255,757
951,970
341,304
251,064 
259,083
43,385 
57,134
)85
September 30
$1,335,994
260,380
959,615
346,374
238,695 
266,973
57,033 
50,540
December 31
$1,402,013
293,450
1,021,820
352,470
245,318 
275,019
90,951 
58,062
SOURCE: Quarterly call reports of seven out of eight commercial banks in Kalamazoo County. Does not include other financial institu 
tions.
NOTE: Amounts shown are in current dollars and are not adjusted for seasonal variations, 
a. Nonrated industrial development obligations of the state or political subdivisions in U.S.
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Table A-9 
Consumer Price Index (CPI), U.S. City Average (1967=100)
Year
Annual 
Avg. Jan. Feb. March April May June July Aug. Sept. Oct. Nov. Dec.
CPI for Urban Wage Earners and Clerical Workers - All Items (CPI-W)
1983
1984
1985
297.4
307.6
292.1 292.3 293.0 294.9 296.3 297.2 298.2 299.5 300.8 301.3
302.7 303.3 303.3 304.1 305.4 306.2 307.5 310.3 312.8 312.2
311.8 312.7 314.0 316.0 317.3 318.3 [Discontinued after June 1985
301.4
311.9
301.5
312.2
]
CPI for Urban Wage Earners and Clerical Workers   All Items (CPI-W) - New Series8
1985 318.5 312.6 313.9 315.3 316.7 317.8 318.7 319.1 319.6 320.5 321.3 322.6 323.4
CPI for All Urban Consumers - All
1983 
1984 
1985
298.4 
311.1 
322.2
293.1 
305.2 
316.1
293.2 
306.6 
317.4
293.4 
307.3 
318.8
295.5 
308.8 
320.1
297.1 
309.7 
321.3
298.1 
310.7 
322.3
Items (CPI-U)b
299.3 
311.7 
322.8
300.3 
313.0 
323.5
301.8 
314.5 
324.5
302.6 
315.3 
325.5
303.1 
315.3 
326.a
303.5 
315.5 
327.4
SOURCE: Bureau of Labor Statistics, U.S. Department of Labor.
NOTES: Monthly data shown above are for all items and are not adjusted for seasonal variations. Unadjusted CPI data are used exten 
sively for escalation purposes. Although the CPI is often called the "Cost-of-Living Index," it measures only price change, which is just 
one of several important factors affecting living costs. The CPI-W and CPI-U series are all linked historically to the original CPI Index 
for Urban Wage Earners and Clerical Workers.
a. Effective in January 1985 the home ownership component of the CPI-W was changed to a rental-equivalence basis, 
b. Effective in January 1983 the home ownership component of the CPI-U was changed to a rental-equivalence basis. 
PERCENT CHANGE: Movements of these indexes from one time period to another are usually expressed as percent changes rather 
than changes in index points. Index point changes are affected by the level of the index in relation to its base period while percent 
changes are not. Example of computation follows:
100 x 318.5 (1985 annual avg.) - 307.6 (1984 annual avg,
307.6 (1984 annual avg.)
•1~\ =3.5% =Percent change in CPI-W.
Table A-10
Michigan Statistics and Forecasts 
for Selected Months
December 
Item 1984
Actual
September 
1985
Forecast
December 
1985
March 
1986
June 
1986
Unadjusted Series:
Average Weekly Hours 
UI Initial Claims ..... 
New Dwelling Units (a)
Jobs in Area:
Wage and Salary Total . 
Manufacturing jobs . . . 
Nonmanufacturing jobs 
Government jobs .....
Number of persons 
unemployed..............
Unemployment Rate (Percent)
Seasonally Adjusted Indexes:
(Base year 1977=100) 
Leading Indicators. . .......
44.5
21,703
1,445
3,407,000
966,000
1,871,000
571,000
457,000
10.6
91
43.5
12,461
3,406
3,489,700
970,500
1,948,700
570,400
425,000
9.8
93
44.6
22,898
2,316
3,523,800
969,800
1,957,500
596,500
330,000
7.6
93
43.8
13,305
2,476
3,451,800
939,000
1,909,400
568,900
381,000
8.6
43.5
12,634
3,296
3,443,500
916,000
1,958,700
538,400
419,600
9.5
SOURCES: Based on data from (a) F.W. Dodge Division, McGraw Hill Information Systems Company. Other data from Michigan 
Employment Security Commission. Index and forecasts from the Upjohn Institute.
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